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PREFACE, 


THE PROCESS OF VALUATION, 


1, For the information of those who are not familiar with the 
process of valuation it has been thought advisable to indicate briefly 
what is the nature of this process, particularly in regard to the wnder- 
takings of approved societies. 


2. The explanation given relates to ihe principles adopted and 
does not necessarily indicate the stages through which the work 
actually passes. In practice the volume of calculations is reduced 
by the use of prepared tables, the results arrived at being the same 
as if the processes described below had been followed in detail. 


3. Valuation, as applied to insurance institutions, is a measure- 
ment of future benefit payments on the one hand and of future 
contribution receipts on the other. It involves, in the first place, an 
estimate of the number of members of each present age who will 
survive to each future year until, with the lapse of time, the last 
survivor is dead, or has passed out of insurance from any other cause 
required to be recognised in the calculations. In the second place, 
when the number of persons surviving in insurance to each succeeding 
year has been estimated, it is necessary to calculate the amount of 
the claims these persons will make in the year and the amount of the 
contributions they will pay. In calculating the benefits to be drawn 
under the system of National Health Insurance, note must be taken 
of the ages to which the insured will have attained, for, except in the 
case of medical benefit, age is an important factor in this connection. 
Resort must be had, for example, to tables of “ sickness rates ”’ to 
measure the charge for sickness and disablement benefits. Such 
tables show that, in general, the average amount of sickness increases 
steadily with age and represents (in the case of men) barely a week 
a year at ages under 30, while at age 65 it reaches about 8 weeks. 
As age advances the average amount of claims for sickness and 
disablement benefits thus grows regularly, although the number of 
persons surviving to claim these benefits is as regularly diminishing. 
The same methods of calculation apply in regard to maternity 
benefit, although in this case the course of the claims from age to 
age is different, the lability diminishing after a comparatively 
early age has been passed. In connection with sickness, as well as 
with survivorship, the element of age enters into the estimate of 
contributions receivable in future years since during incapacity for 
work contributions are not payable. 
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4. It is not, however, sufficient to estimate the total of benefits 
that will be drawn or of contributions that will be paid in each 
succeeding future year. What is required is the value of these 
amounts in present money; this is obtained by discounting at 
compound interest. On summarising the figures so produced the 
actuary obtains the “‘ present value ”’ of all the sums that will be 
paid in benefits and the “ present value ”’ of all the sums that will 


be received in contributions. 


5. Having obtained these values he is now in a position to prepare » 
his valuation balance sheet, and this he does, so far as the system of 
National Health Insurance is concerned, by inserting on the one side 
the present value of the benefits to be drawn (including cost of 
administration), constituting the liabilities, and on the other side 
(i) the present value of the contributions to be paid in future, (ii) the 
present value of the State grants taken as a proportion of the benefits 
and (iii) the amount of the benefit fund on the valuation date. The 
sum of these three latter items constitutes the assets. If these are 
ereater than the liabilities there is a surplus ; if, on the other hand. 
the habilities are the greater, there is a deficiency. 


6. It will be seen that the process of valuation relates to the future 
and not to the past. This is a general truth, whatever the type of 
insurance organisation whose contracts are being valued. Past 
experience is relevant to valuation only in that it provides an index 
to what the future may be expected to produce; records of such 
experience indeed supply. the basis for the tables of mortality, 
sickness, &c., used in actuarial valuations. 


7. It should be noted that the balances of the contingencies fund 
and administration account are not treated in the valuation as assets 
of the benefit fund. Although the contingencies fund balance is 
transferable to the benefit fund immediately after the valuation date, 
it cannot on that occasion, assuming that the valuation shows a 
surplus, be treated as additional surplus available for distribution. 
The balance of the administration account may be applied to benefit 
purposes at the option of the society but does not become part of 
the benefit fund until the society makes a decision to that effect. It 
is therefore not included in any surplus shown by the valuation. 


Ut 


NATIONAL HEALTH INSURANCE. 


Report by the Government Actuary on the Third 
Valuation of the Assets and Liabilities of Approved 
- Societies. 


GOVERNMENT ACTUARY’S DEPARTMENT, 
London, S.W.1. 


10th November, 1931. 


The Rt. Hon. Sir E. Hinton Youne, G.B.E., D.S.O., D.S.C., M.P., 
Chairman, 
National Health Insurance Joint Committee. 


SIR, 


1. I have the honour to submit my report upon the third 
valuation of the assets and liabilities of the approved societies as 
carried out by the Valuers appointed by the Treasury under Section 
74 of the National Health Insurance Act, 1924. 


THE VALUATION DATES. 


2. By the National Health Insurance Act the assets and liabilities 
arising under the Act of each approved society or branch of a society 
are required to be actuarially valued at the expiration of every 
five years, or at such other times as the Minister may appoint. In 
the circumstances explained in my report on the second valuation 
the approved societies were divided on that occasion into two groups 
valued respectively as at 31st December, 1922, and 3lst December, 
1923. It is essential, in the interests of administrative efficiency 
and economy, that the heavy work of valuing the 7,600 approved 
societies and branches should be so spread as to provide, as far as 
possible, continuous employment for the staff engaged upon it, 
and a further step towards the attainment of this objective was 
taken in making the arrangements for the third valuation, the 
societies being divided into three groups with the valuation dates 
respectively of 3lst December, 1927, 3lst December, 1928, and 
3lst December, 1929. These groups were constituted as follows :— 


Valuation Date 
elst December 


1927 Ancient Order of Foresters . ..- 2,165 branches. 
Societies in Great Britain last valued as at 

3lst December, 1922 i : 914 societies. 
1928 Societies with branches (other than the 
Ancient Order of Foresters and Man- 

chester Unity) ; . 1,166 branches. 
Independent Order of Odd Fellows, Man- 

chester Unity (part) ; .. 1,268 branches. 


Societies in Great Britain oes Si aschioen 
Ireland last valued as at 3lst December, 


1923.. 128 societies. 
1929 indeperaert Omer of Odd F Silene: Man- 
chester Unity (part) oa ; ... 1,967 branches.. 


It should be stated in this connection that it is proposed to take 
the fourth valuation in four groups, the date of the first being 31st 
December, 1931. 


3. The total number of “units’’* valued was 7,608. The 
corresponding number at the second valuation was 8,135. A decrease 
of 527 is thus shown. In 626 cases the engagements of the society 
or branch had been transferred in the imterim to another (and 
generally a larger) unit; on the other hand two new societies had 
commenced to transact business and in 97 cases the number of units 
had been increased by the separation of funds as between men and 
women. 

4, The total number of members covered by the third valuation 
was 16,380,143, the division of this number according to the 
valuation dates being as follows :— 

as at 3lst December, 1927, 2,440,466 

1928, 13,416,684 

. 1929, 522,993 
These numbers ‘do not include insured persons aged 65 and over. 
These persons have ceased to contribute and to be entitled to sick- 
ness and disablement benefits, and the lability of their societies in 
respect of the cost of medical benefit, to which they are entitled 
during life, has been liquidated by an appropriate capital payment. 
to a departmental fund. The estimated number of such persons. 

on 3lst December, 1928, was 896,000. 
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THe MEMBERSHIP OF APPROVED SOCIETIES. 


5. Table I, which follows, shows the geographical distribution 
of the societies and branches included in the valuation, with the 
related numbers of members. Societies with centralised funds 
which operate in more than one country are assigned, in this classi- 
fication, to the countries in which their head offices are situated. 

* A society without registered branches, or a separately registered branch of 
asociety, is referred to as a “‘ unit.’? A society or branch with separate funds 
for men and for women consists of two units, each fund being separately 
valued. 





Tani. JL, 


Number of Number of Members at the Date of 


Valuations Valuation. 
Country. (Societies 
and 
Branches). Men. | Women. | Total. 
| 
England ... Gee 6,688 } 9,283,980 4,834,790 14,118,770 
Scotland ... 38 497 1,076,482 585,659 1,662,141 
Wales Sis 367 329,397 62,672 392,069 
Northern Treland . 56 126,561 80,602 207,163 
Total 2, ox 7,608 10,816,420 5,563,723 | 16,380,143 


. Exact statistics are not available as to the number of ae 
jee resident in any particular country who are included, 
Table I, in the membership of societies domiciled in other soumteee 
The insured populations in Wales and Northern Ireland are, however, 
much greater than this table would suggest, and in order that an 
accurate view of the local distribution of the insured may be obtained 
a rearrangement of the figures with reference to this point is necessary. 
In the main the valuation registers give particulars of persons who 
were resident in each country at the time of their entry into insurance, 
without adjustment for cases of subsequent migration. Substan- 
tially, no doubt, these particulars still afford a reliable index to 
the resident populations; their aggregation gives the following 
table :— 








TaBie IT. 3 
National Distribution of Insured Population. 
| 
Country. | Men. Women. Total. 
England .... ee es | 8,793,901 4,651,563 13,445,464 
Scotland... Sei. ees 1,145,315 587,867 1,733,182 
Wales ae Le ee 679,865 182,435 862,300 
Northern ead. an 197,339 141,858 339,197 


Total ee ee 10,816,420 5,563,723 | 16,380,143 
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7. The movements of membership which have taken place in 
the period between the valuations are shown in the following table :—. 


Tasue III, 
Summary of Membership Changes between the Second and Third 
Valuations. * 


Sitar | Men. | Women. | Total. 
} 





Number of members at second 


valuation seid om .. | 10,095,466 5,105,018 15,200,484 
Add— 
Entrants P 2,595,667 2,672,258 5,267,925 


Transfers (including — Deposit 
Contributors admitted to 
societies) ... ait AS 514,452 213,645 728,097 





A. 13,205,585 7,990,921 21,196,506 








Deduct— 
Deaths ... be Bae A 448,138 106,904 555,042 
Transfers une aS ase 291,832 108,547 400,379 
Insurances ceased tas nea 984,222 1,210,245 2,194,467 
Temporary Insurances expired 
(Class K ; Married Women) —- 858,112 858,112 


Attained the limiting age (70 
prior to 1928, 65in 1928 and 











POZO ons. ae nag Ae 307,324 63,173 370,497 
Over age 65 and under 70 on 
31st December, 1927 ne 357,649 80,217 437,866 
iB: 2,389,165 2,427,198 4,816,363 
A—B, being number of members at 
third valuation ... £8 ss 10,816,420 5,563,723 | 16,380,143 


Note.—The number of women in the valuation returns includes 136,602 
recently married women transferred to Class K. The corresponding number in 
the previous valuation was 260,553. The reduction is attributable merely to 
a change in the method of compiling the returns ; for the second valuation 
all women who had been transferred to Class K after marriage within the two 
years preceding the valuation date were included in the returns, but on the 
present occasion only those women have been included who had been trans- 
ferred within the previous 12 months, due provision having otherwise been 
made for the remanet of unexpired lability in respect of the earlier cases. It 
follows that while, in the main, Table IIT gives the changes in membership 
over a period of five years the item ‘‘' Temporary Insurances expired”’ includes, 
in effect, the cessations of six years. 


8. The members of approved societies comprised in the second 
valuation included insured persons of the ages 65 to 70 who, at that 
time, were entitled to sickness and disablement benefits. As from 
2nd January, 1928, such persons became entitled to old age pensions 
under the Widows’, Orphans’ and Old Age Contributory Pensions 
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Act, 1925, and thenceforth ceased, so far as the liabilities covered by 
the valuations are concerned, to be inctuded in the membership of 
the approved societies. Table Ill shows the numbers accordingly 
. taken out of the societies’ figures of membership. Making a corre- 
sponding adjustment as at the date of the second valuation and 
excluding from both statements the numbers relative to Class K 
(women) the comparable membership figures are as follows :— 





Men. Women. 

Second Valuation ..» 9,806,855 4,788,986 
Third Valuation ... ... 10,816,420 5,427,121 
Increase Ss 1,009,565 638,135 


OF the 5,427,121 women, 1,132,244, or 21 per cent., were married. 


_ 9. The increases shown above represent 10-3 per cent. in the case 
of men and 13-3 per cent. in the case of women. As the estimated 
increase of the whole population of England and Wales at the 
insurable ages in the five years 1923-28 was only about 5 per 
cent., it is evident that special causes have operated to augment 
the numbers of the insured population. One of these is the large 
addition to the number of voluntary contributors. Mainly, no doubt, 
as the result of the encouragement given to this class of insurance 
by the Contributory Pensions Act of 1925 the number of voluntary 
contributors had increased, it is estimated, from 30,000 men to 
250,000 and from 10,000 women to 35,000. A second cause of 
increase in the numbers insured is the effect of the provision of 
the Act of 1928 which extended by an average of nine months the 
_previous “free year’”’ of insurance granted to those persons who 
had left insurable employment. This change resulted in the 
inclusion in the valuations of some 100,000 men and 130,000 women 
who would have been written off the registers, under the previous 
conditions, as having ceased to be insured. Adding to these numbers 
the accretions expected from the increase of population and from 
the replacement of those who have fallen out of industry through 
mvalidism (in all about 550,000 men and 150,000 women) and 
making due allowance for the increases of society membership 
corresponding with the decline in the number of deposit contributors, 
-exempt persons, and members of the Navy, Army and Air Force 
Insurance Fund, there remain to be accounted for nearly 100,000 
men and over 300,000 women. It is believed that in the case of 
men this addition is to be attributed largely to the movement of 
industry and the development of new industries, and that in the 
case of women there are further causes, both social and economic, 
the discussion of which is, however, beyond the scope of this report. 
it is significant in this connection that while the number of 
insured unmarried women has increased by 420,485, or 10°9 per 
cent., the growth in the number of insured married women is 217,650, 
or 23°8 per cent. An analysis of the married women according to 
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age shows an increase of about 30 per cent. in the number under 
the age of 30 and of about 20 per cent. in those of higher ages. The 
very considerable addition to the number of young married women 
would appear to indicate a gradual increase in the proportion of. 
women who remain in insurable employment after marriage. 


10. The following table shows the nef movement in membership 
in each of the groups into which the approved societies are divided 
for the administrative purposes of the Insurance Departments :— 

| TABLE LV. 
Classification of Membership by type of Socvety. 


Number of Members 
(under age 65) at the 


Per- 
Group. —_-_+-__—_—-—=| Increase.’ | ‘centage 
Second Third gi a 
Valuation. | Valuation. 
Men. 
(1) Friendly Societies with 
branches... “30 | BOO ton | 2,601,048 52,509 2-3 
(2) Friendly Societies ‘without | 
branches ... : ... | 2,474,040 | 2,780,207 306,167 12-4 
(3) Industrial coupeaee and | 
Collecting Societies «ae deo tl 4704457 1.820 658,056 i weir 
(4) Trades Unions a wel | L2o4,007 | 1,219,769 14,738* 1-2" 
(5) Employers’ Provident Funds 73,406 80,977 7,571 10:3 
Total PoP ..- | 9,806,855 |10,816,420 | 1,009,565 10:3 
Women.t 
(1) Friendly Societies with 
branches ... sake 705,350 767,899 62,549 8-9 
(2) Friendly Societies without 
branches ... wed 952,071 | 1,153,341 201,270 21-1 
(3) Industrial Assurance and 
Collecting Societies cae | ew 2sGES. | ones. Loo 351,545 12-2 
(4) Trades Unions cad de 231,329 251,052 19,723 8:5 
(5) Employers’ Provident Funds 27,618 30,666 3,048 11-0 
Toil sp eee | 4,788,986 | 5,427,121 | 638,135 | 13:3 
| 
+ Exclusive of Class K. * Decrease. 


THe Funps oF APPROVED SOCIETIES. 


11. The sums to the credit of societies at the valuation dates 
amounted to £167,145,000. Of this amount £49,636,000 represented. 
the outstanding part of the book credits of reserve values, which 
are in course of redemption; the balance, £117,509,000, consisted 
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of the funds actually accumulated out of the contributions of the 
insured and their employers, with the interest earned by their 
investment. The total assets are summarised in the following 
table :— 


TABLE V. 
Funds of Approved Societies at the Valuation Dates. 
s 
Reserve Values _... a ner 49,636,000 
Investment Account (Departmental) ee ae 53,772,000 
Current Account (Departmental) ne si 4,894,000 
Societies’ Investments— 

Mortgages and Loans ... ‘ Le Pee 5,418,000 
British Government SSeuvition EA Be 42,524,000 
British Local Authorities’ Securities ... me 2,511,000 
Other Investments an ee 5,488,000 
Cash in hand, accrued interest, Fer ane anon 2,902,000 
Total RS A. $33 -:  £167,145,000 





‘These assets were held in respect of the following accounts :— 


£ 
Benefit Funds ce opi an ie de 156,024,000 
Contingencies Funds ‘ site 5,225,000 
Balances of Rien ad fans 
Benefit Accounts and other liabilities iy 5,896,000 
Total ee om ee ...  £167,145,000 





12. At the second valuation the total funds of approved societies 
amounted to £189,660,000, of which £97,400,000 were represented 
by reserve values. These now stand at £49,636,000, the change 
being attributable chiefly to cancelments, amounting to £39,300,000, 
to which effect was given as at 3lst December, 1925, following the 
net reduction of the liabilities of the approved societies by the 
termination at the age of 65 (instead of 70) of sickness and dis- 
ablement benefits, and of contributions, under Section 37 of the 
Widows’, Orphans’ and Old Age Contributory Pensions Act, 1925. 
The increase of monetary assets during the inter-valuation period 
was about £254 millions, the investments and cash in hand, etc., 
having grown from about £924 millions to £117} millions. 


13. The growth of the funds over a series of years provides in 
itself no criterion of the strength of an insurance institution. To 
supply this is the function of the valuation. ‘Taking the increase, 
however, as a matter of statistical interest, two points should be 
observed. The first is that reserve values to the amount of 
£10 millions have been redeemed in the period ; this sum represents a 
reduction of book credits and a corresponding increase of money 
assets.* The second point is that during the period a sum of at 


* The greater part of this £10 millions had been accumulated in the Reserve 
Suspense Fund as a consequence of the abnormal numbers of cessations ot 
insurance in the post-war years and was distributed in 1925. 
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least £15 millions has been expended by the societies in additional 
benefits ; to this extent the growth of funds has been correspondingly, 
and properly, retarded. 


THE VALUATION BASIS. 


14. The valuations have been made 6n the basis prescribed by 
the National Health Insurance (Valuation) Regulations, 1929. 
Under these regulations the future claims for sickness and disable- 
ment benefits were estimated, in the case of men, in close accordance. 
with the rates of sickness shown by the Manchester Unity Experience, 
1893-97. In the case of women the basis was provided by the 
experience in the year 1923 of a group of societies, so selected as to 
be typical of the whole. Separate rates of sickness were obtained 
for unmarried and married women respectively and were increased 
by ten per cent.* The liability in respect of maternity benefit, 
under both men’s and women’s insurances, was estimated on the 
actual experience of a representative group of societies in the years 
_ 1921-23, a small margin being added as a matter of precaution. 
The probabilities of survivorship from year to year incorporated 
in the valuation basis were deduced from the mortality experience 
of the population of England and Wales in the years 1920-21, 
separate rates being obtained for men and women respectively. 
The future interest earnings of the funds were assumed at the rate 
of 4 per cent. per annum. 


15. It is advisable to repeat the reference made in the report 
on the second valuation to the fact that in the case of each sex a 
common basis of valuation has been employed for all societies and 
branches without regard to the divergencies from the standard 
experience which arise in particular cases. The rate of contribu- 
tion is uniform, for persons of each sex, throughout the whole system, 
and on the basis of computation adopted the major part of it, which 
is payable to the benefit funds, is equal in value, at the age of 16, to 
the future benefits and cost of administration chargeable against these 
funds. A common standard of valuation must accordingly be em- 
ployed, a conclusion which is emphasised by the provisions of the Act 
relating to the grant of reserve values and transfer values and to 
the redemption of deficiencies. 

It is a necessary consequence that the results of the valuations 
reflect the divergencies of past experience from the standard without 
anticipating those of the future. The position in regard to this 
subject is fully explained in a report of the Actuarial Advisory Com- 
mittee, dated 28th January, 1915, which was published as 
Appendix B to my report on the first valuation of the approved 
societies. . 





* The rates for married women generally exceeded those for unmarried, 
the excess being very marked in respect of sickness benefit. For technical 
reasons the whole of the excess was treated as an addition to sickness benefit, 
common rates for disablement benefit being employed. 
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16. The present basis of valuation differs from that last adopted 
in the following particulars. In the case of men the provision for 
the future cost of sickness and disablement benefits has been reduced 
by 114 per cent. as the result of removing the margin previously 
added to the sickness rates of the Manchester Unity Experience, 
1893-97. In respect of women the provision for future claims for 
sickness and disablement benefits has been slightly increased in 
the case of the unmarried and augmented by about 40 per cent. 
in the case of the married. The provision for future claims for 
maternity benefit has been reduced by 15 per cent. in respect of 
men’s insurances and, on average, by about 40 per cent. in respect 
of insured women. ‘The rate of interest required to be earned by 
the funds has been increased throughout from 3 per cent. to 4 per 
cent., and life tables providing for increases in the numbers surviving 
to the higher ages have been employed. ‘These alterations, 
which in another connection had previously received the 
approval of the Actuarial Committee set up to advise the Royal 
Commission on National Health Insurance, were involved in 
the financial reconstruction following upon the reductions of 
the State grant and the increase in the charges on insurance 
funds in respect of the cost of medical benefit provided for by the 
Act of 1926. They were so arranged as to preserve the principle 
that, on the basis of valuation adopted, the contribution credited 
to the benefit fund of a society should be equivalent in value to 
the related benefits and cost of administration in the case of an 
entrant into insurance at the age of 16. The small adjustment of 
the reserves of the societies which was also needed was combined 
with the operation by which the reduction of reserve values required 
by the Contributory Pensions Act was effected, as explained in 
paragraph 12 above. 


THE VALUATION RESULTS. 


17. The result of the valuation of each approved society, or 
a combined total for each society with separately valued branches, 
is given in the Appendix. On summarising these results, it is found 
that in the case of 7,001 societies and branches, comprising 
15,222,143 members, the valuations disclosed surpluses aggregating 
£36,638,344, the average surplus per member being £2-41. 
Deficiencies were found on the valuations of 418 societies and 
branches, with a membership of 722,131, the total amount of 
the deficiencies being £847,667 or, on average, £1-17 a member. 
In 189 cases, with a membership of 435,869, the assets and liabilities 
were equal. In 177 of these cases equality was produced by grants, 
amounting to £83,445, from the Reserve Suspense Fund (which 
for this purpose has the support of the Central Fund) under 
ection 3 of the Act of 1926. Corresponding grants, totalling 
£436,962, were made in 399 deficiency cases ; the deficiency shown 
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in each case is the amount remaining after bringing the grant to 
credit. Grants to the amount of £55,292 were also made under 
this section in 6 cases which, on special valuations made in con- 
nection with transfers of engagements, were found to be in deficiency. 
These units were amalgamated, on the third general valuation, with 
the ‘transferee ’’ units concerned; in ‘each case the combined 
valuation shows a surplus. 


18. The following is a summary of the Valuation Balance Sheets 
of all societies and branches :— 


SUMMARY OF VALUATION BALANCE SHEETS. 





LIABILITIES, . ASSETS. 
£ £ 
Present Value of Present Value of 
Benefits, and cost of : Contributions ... 330,703,314 
Administration ... 541,745,721 Present Value of 
£ . State Grants ... 86,788,868 
Surpluses 36,638,344 Total Benefit Funds 156,023,648 
less Deficiencies 847,667 Appreciation in the 
—~ - value of securities 2,198,060 
Net Surplus ish 35,790,677 Other Assets ti. L822 50S 
£577,536,398 £577,536,398 


19. The aggregated Valuation Balance Sheet thus shows a 
total net surplus of assets over liabilities amounting to £35,790,677. 
The net surplus carried forward from the second valuation, inclusive 
of contingencies funds, was approximately £23,300,000. The in- 
crease of surplus in the period up to the third valuation is thus 
about £12,500,000. Of this amount some £6,500,000 is to be 
ascribed to the interest which the surplus has earned, and about 
£5,000,000 to profits derived from the margins in the original valua- 
tion basis which ceased to be available after 1925, in the circumstances 
explained in paragraph 16. 

In addition to the net surplus of £35,790,677 the societies were 
in possession of contingencies funds totalling £5,225,000 on the 
valuation dates; except where needed to extinguish deficiencies, 
these funds, though creating additions to surplus, are required by 
the Act to be carried forward to the fourth valuation. 


20. Table VI (see page 15) summarises the valuation results 
geographically. As explained in paragraph 5, the societies with 
centralised funds which operate in more than one country have 
been. assigned to the countries in which their respective head offices 
are situated. On comparison with the corresponding Table (IV) 
in the report on the second valuation a marked reduction in the 
membership in Wales will be noticed. This is attributable to the 
fact that the Welsh Funds of five centralised societies, the Pru- 
dential group and the National Amalgamated, have been combined 
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with the related English (and Northern Irish) Funds. As in certain 
other cases, the Scottish Funds of these societies still remain as 
separate units, but there are now no “international” societies 
with separate funds for Wales. 


21. It will be observed from this table that while, taking the 
system as a whole, societies insuring 93 pér cent. of the membership 
are in the possession of surplus the corresponding proportion in the 
case of the societies in Wales is under 48 per cent. It will be seen, 
further, that in surplus cases the average surplus per member in- 
the Welsh societies is much below the general average. These 
unfavourable results are to be attributed in part to occupational 
conditions and in part to the effects of the dispute in the coal 
mining industry in 1926, a subject which is examined at greater 
length in a later section of this report. 


22. In Table VII (see page 17) the valuation results are shown 
separately in respect of units insuring men only, women only, and 
men and women in common funds. It will be seen that the average 
amount of surplus in the case of men who are insured separately 
from women is £2°76, while the average in the case of the corre- 
sponding class of women is £1-11. The significance of this contrast 
is accentuated by the fact that, in the circumstances explained in 
paragraph 24 below, the persons who are separately insured now 
include a large number in respect of whom separation of funds was 
recently effected and was conducted on such a basis as to secure 
to the women concerned approximately the same surpluses per head 
as were assigned to the corresponding groups of men. 


23. The fact that in the cases of surplus in which men and 
women are insured together the average surplus is £2-99 a member, 
or nearly 10 per cent. above the average of units insuring men only, 
is not to be interpreted as contradicting the conclusions to be derived 
from the figures just cited; it is no more than an incidental 
result of the fact that a very small proportion of the membership 
of the industrial assurance group is now comprised in societies and 
funds which include men and women in common insurance. If 
reference be made to Table VIII (see pages 20-21), in which the 
valuation results are separately shown for the several groups, it will 
be seen that while in every case the average surplus per member 
in cases of separate insurance is much less for women than for men, 
the average in the cases of common insurance lies between the 
men’s and women’s figures except in one group where it is the lowest 
of the three. 


24. It will be found on comparing Table VII with Table V of the 
report on the second valuation that the number of persons insured 
in funds restricted to members of one sex has largely increased, 
the present proportion of the whole number of members of societies 
so insured being 72 per cent. as against the previous figure of 46 per 
cent. Ireferred in my last report (paragraph 55) to the unfavourable 
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experience of women and to its effect upon the societies insuring 
members of both sexes in a common fund. In the intervening 
period 16 societies and 81 branches, including 2,651,890 men and 
1,736,453 women, have provided in their rules for separation of 
funds and the separation has been carried out either in connection 
with the third valuation or on a special valuation at a somewhat 
earlier date. The principle followed in the division is explained 
in paragraph 32 below. At the third valuation, 3,936 units (of 
which 3,342 were branches of friendly societies) insuring 3,383,899 
men and 1,275,756 women remained on the basis of common insur- 
ance. It is presumed that in many of these cases separation is 
delayed by the fact that the women concerned are too few in number 
to constitute a distinct insurance unit. This, no doubt, presents 
an administrative difficulty, but where a marked difference between 
the claims of men and women is observed a satisfactory solution 
should nevertheless be sought, separation being the only course 
which in the circumstances will do justice. 


25. Table VIII (see pages 20-21) shows the valuation results 
under the departmental classification of the approved societies. 
This table should be read with certain qualifications. Group (2), 
friendly societies without branches, contains ten cases of men 
insured alone in which there is an aggregate deficiency of £288,673. 
It is found that of this amount about £266,000 is attributable 
to two miners’ societies which are industrially allied to the trade 
union group, though so constituted as to be classified with the 
friendly societies. Further, in Group (2) it is shown that there 
are 17 cases of deficiency, totalling £118,494, in which men and 
women are insured in common funds. On examining these cases 
in detail it is found that only four of them, with deficiencies of 
£5,251, are in England and Scotland. Nine, with deficiencies of 
£73,451, are in Wales and reflect the consequences of the special 
conditions referred to in paragraph 21 above, while four, the 
deficiencies of which reach a total of £39,792, are in Northern 
Ireland. The friendly society groups are, of course, cosmopolitan 
in constitution and these results of exceptional conditions affecting 
certain of their smaller elements acquire, perhaps, an undue 
prominence when surpluses and deficiencies are separately exhibited. 


26. Group (3), consisting of industrial assurance and collect- 
ing societies, includes about two-thirds of the whole of the 
persons who are separately insured with reference to sex, and 
in this case the average surplus for men (£2:05) is considerably 
less than that of any of the other groups. This figure calls for 
analysis in view of the fact that the group is mainly composed 
of two blocks of associated societies or funds with male member- 
ships of about 2,000,000 and 1,500,000 respectively. In the larger 
block (4 funds) the average surplus is £3-08, while in the smaller 
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{2 funds). it is £1:16. Heavier claims for sickness and disablement 
benefits and greater losses cf contributions through unemployment 
go some way to explain the lower of these two figures but do not 
account for it entirely. Another important element is found in 
the fact that up to 1927 the men concerned were associated in commcn 
insurance with about 1,000,000 women whose claims for sickness and 
disablement benefits had been relatively very heavy. The common 
surplus had been reduced accordingly, and on its apportionment, 
on the principles explained in paragraph 32 below, the amount 
allotted to men was thus substantially less than the sum which 
would have stood to their credit had the sexes been separately 
insured throughout. It follows that the average surplus of the 
‘women insured alone in Group (3) (£°87) is somewhat higher than 
it would have been had not a million of them had the advantage, 
up to 1927, of common insurance with the male members of the 
same society. 


DISPOSABLE SURPLUS. 


27. Section 75 (14) of the Act of 1924 directs that where a 
surplus is found the valuer shall only certify as disposable such 
part of it as, in his opinion, having regard to the circumstances and 
prospects of the society or branch concerned, may reasonably be 
expended over the period to which the duration of the scheme of 
additional benefits following the valuation is to be limited. This 
responsibility is rightly placed upon the valuer, since the question 
of the extent to which a surplus appearing on the valuation of an 
insurance fund may safely be distributed is essentially one for the 
application of the professional judgment of the actuary. In the 
conditions which have prevailed in recent years the resulting task has 
sometimes proved peculiarly onerous. ‘The claims for sickness and 
disablement benefits have risen generally, and in certain cases it has 
been evident that the greater part, sometimes indeed the whole, 
of a surplus acquired under the more favourable conditions of the 
past must be reserved to protect the funds against a probable excess 
of claimsin the future. These cases, fortunately, have been relatively 
few, although some important societies and funds are included among 
them. In most cases the claims, while following the general upward 
course, have been well within the provision made for them, and it has 
been possible to limit the reserve carried forward to such an amount as 
to enable a substantial part of the surplus to be released for distribu- 
tion. It was found that in a large number of units, particularly 
among small societies and branches, the surplus remaining after the 
reserve had been fixed at the minimum which prudential considera- 
tions would dictate was sufficient to permit of an increase of the 
additional benefits granted after the second valuation. In such 
cases the provisions of the statute were interpreted as requiring the 
valuer to pay due regard to the prejudicial efiects which a subsequent 
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reversion to a lower scale or range of benefits might produce, and 
wherever necessary the disposable surplus was accordingly limited 
to an amount enabling the unit concerned to provide such increased 
additional benefits as it appeared likely to be able to maintain in the 
scheme to follow the fourth valuation. 


28. Disposable surplus has been certified in the case of 6,263 
units with an aggregate surplus of £34,041,177, the total amount 
certified being £19,811,266, and the amount carried forward 
£14,229,911. In the case of 738 units, with surpluses totalling - 
£2,597,167, the circumstances were such that no part of the surplus 
could be certified as disposabie. The following statement shows the 
numbers of insured persons entitled, and not entitled, respectively, 
to participate in additional benefits as the result of the third 
valuation. | 








TABLE IX. 
— | Men. Women, 
Entitled to Additional Benefits. 
Members of units with disposable 
SlarpHis. ii. “se: co ae sane 9,484,819 2,103,325 
Not entitled to Additional Benefits. 
Members of units— 
(a) with surplus, but not disposable 662,885 2,971,114 
(6) with equal assets and liabilities 180,298 255,571 
(c) indeficiency ... ae Bad 488,418 233,713 
Total Sos oes =. 1,331,601 3,460,398 
Full Total Soe 10,816,420 5,563,723 


The proportion of insured men entitled to additional benefits 
is 88 per cent. The corresponding proportion of insured women is 
38 per cent. 

The persons not now entitled to additional benefits include 
424,285 members of 262 units which were unable to provide such 
benefits after the second valuation. 


SCHEMES OF ADDITIONAL BENEFITS. 


29. To assist the committees of societies and branches in framing 
their schemes for additional benefits, an appendix was attached 
to each valuation report showing how the disposable surplus could 
be applied, in part to increase the monetary benefits and in part 
to provide funds for expenditure on other forms of benefit. In most 
cases seVeral alternatives were given. The details of the scheme 
adopted in each case are not reported to my Department until the 
following valuation becomes due, and the schemes cannot therefore 
be tabulated with reference to the actual benefits granted. Calcula- 











‘UST K 











EL av V sb 8 §& PHL'S8S‘TI €93°9 [830], 
481E‘FIOT ; 20uBINsuUr 
8 ¢ p 8 ing a ‘ 48Z0FSLS OPES WOUIUIOD UT WOUIO\, PUR UOT 
Cons yr 9 ei Gn 1G L00°680°T E8E oes OUOTR PEINSUL WOO AA 
6 FP é ob Guth eS T6L°00L'9 FE9'S SUOTR PeINsUrL USPL 
ce sie ee a 
"qyouleg 
*(yoom rod : od 
quormenss, | soracoroge | 00m sed) | yeom so (soqoumag 
Moai (ae de vee Set OSL OTN. pus serzer00g) ae 
jo doquinyy SUOTYeNI SA 
wuMuUUe 
Jed Lequreut ids ora S| 
zed yunoury ‘s}jousg Aoucyy [BtolIppy 








"(sqyfouag quauynan pun fisojouow uaemjag peprarp fiyonba aq 02 srjdins a1qnsodsup Burwunssn) 


uoynno yA piyy, 242 Bumojof spfouasg joucirppp abosoapy 


‘X WIA, 


24 


tions have, however, been made to show the average amounts of 
additional benefits which could be provided by the societies and 
branches with disposable surplus, on the assumption that one-half 
the aggregate sum disposable is applied to the increase of sickness, 
disablement and maternity benefits and the other half to the provi- 
sion of “treatment ”’ benefit in its various forms. The results are 
shown in Table X (page 23). | 

The figures here given are very striking. When analysed they 
indicate that in the case of 114 millions of insured persons (i) the 
normal rates of sickness and disablement benefits may be increased - 
on the average by 25 per cent. over the duration of the schemes 
(generally five years) and the normal rate of maternity benefit be 
correspondingly increased by 18 per cent., and, in addition, (ii) a 
sum of nearly 5s.a member may be provided annually for benefits of 
the “ treatment ”’ type. | 


30. The aggregate amount of surplus applied to the provision 
of additional benefits after the second valuation, as adjusted for 
the change of basis, for the reduction of the State grant, and for 
the exclusion from additional sickness and disablement benefits 
of the persons aged 65-70 from 2nd January, 1928, is estimated 
to have been £24? millions. The disposable surplus on the third 
valuation being £19,811,266, the average amount of additional 
benefit, in its various forms, which can now be provided (after 
allowing for the effect of changes in the numbers, ages, and other 
conditions of the insured population) is 78 per cent. of that granted 
on the second valuation. It is found on classifying the valuation 
results that of the units which gave additional benefits after the 
second valuation, 47 per cent., covering, however, 16 per cent. only 
of the membership, are in a position to increase these benefits, while 
12 per cent., with 18 per cent. of the membership, are able to maintain 
them. On the other hand reductions are required in the case of 
26 per cent. of the units, covering 39 per cent. of the membership, 
and in the case of 15 per cent. of the units, insuring the considerable 

eproportion of 27 per cent. of the membership, additional benefits 
can no longer be provided, except in so far as any of the surplus 
appropriated to treatment benefits after the second valuation remains 
unspent.* The reductions and discontinuances are specially marked 
in the case of women and in the case of all members of those societies 
which have recently separated their funds as between men and women. 
In these latter cases the additional benefits fall, on the average, to 
52 per cent. of the amounts provided on the second valuation in 
the case of the men, and must be discontinued in the case of all 
but 6 per cent. of the women. Excluding this group, the new 
additional benefits will on average be 87 per cent. of those last 
provided. A summary of the variations is shown in the following 
table. 


* All subsequent references to discontinuance of additional benefits are 
subject to this small qualification. 


‘popreseisip Sureq syyoueq 


[euoNIppe Sustxo jo seottaieyyrp ‘Ar09e7eo ores ot(9 ut poovd oq 04 pey eABY FIUN PoUuIquIoD Syy4 Jo sTequIEUE oy 
[[@ Woryeures[eUe JO Seseo Ul yey} UOTYeoyITenb [peus ey. 0% Joofqns ore 9142} SUTMOTLOF OY? PU sTyy Ul SLequinu ey,.—(Z) 


‘snidins e,qesodsip 8 easy Mou ynq UOTyeNTBA puOodDes ey} 1oqyye szyoueq 


[VUOIIppe OU CABS YOTYM ‘sToquIOUL OOTG YIM ‘soyouBIq [Z pue sSelyoIo0s g epnjout ;,OSBOIOUI,, JO sosvo oyy—(T[) ‘SALON 





OO 
c& 


Go + 


00T — 
SG = 


1 


9) fe 
Les 


SS. as 


00T — 
rs 


Go + 





(‘yue0 10d) 
sqyoucg 


(eo 
ul esuKYO 


























— aa EFS‘99G'S 13§08E°S | S68°L86 €80'T ***penul}UoosIp e 
ae | FOO TOLL | ISL‘FOG6‘SGT | SLZ‘T6S‘T | O68‘LE9‘F | TS6‘T peonper « o | SASSVIO 
r8-1 OELPL'S | S6S°FLL‘S OLF‘90G 1Z8°L69°3 | SL8 “* peurezureur s ue f TIy 
86-3 96S°Z9G‘L | SET°Z9E‘SI | L6S*S0OE SOL‘6S0'S | TEF‘E "*  pesvorour sqyyoueg are | 
is = 61E TEs SOLIS 629°80¢ 09g ““penuuoosIp = “ GONVUOSNT 
9P-1 1Z3°L00° | 643193‘ 818609 260 6PF'T | 866 at peonper =“ “ \ NOWIMOO 
SLT EEO TSO'T | SL6‘°ST6‘T F90‘OFI 916‘0SP 80¢ “* peureyurem“ ‘6 NI NGWO AA 
16-6 68L'FPE'E | OFS LPS *S 9€6 19% 0Z8°E88 OPL‘T “"* - peseeloul syyoueg [euolyippy | aNV NA 
— — 609‘9ST‘S S1Z‘6ES1‘S a 193 ***penulzuoosip ki . 
96- Z9O'LFG | SPRLEL'T | 096‘186 — SSE peonpoer =“ “ pe waa 
08-1 SoF'66 IET‘est 988‘99 a Ch + peureyureur =“ “ ee 
L¥-Z GL8‘L6 O€L‘09T 199‘OF ~ OIL ‘+ -pesweroUl syyoueg [euoMIppy oo 
= a CIP‘S0I = FEL‘SLP GIG *** ponulyUuoostp a“ as ptm 
86. IZS‘LFL‘S | OF0‘9FS‘S aa 869°80Z'E | SSL es peonper “ oY Ae 
98-1 | SF9°966'E | LET‘ZL9‘9 — © eos ovis |= ae + peuteyureur henge 
90-€ Z9S‘6ILF | E9g‘Eco‘g _ S8oSPrEe'l | FECT "“* pesveioul syyoueg [wUuOTyIppy ° W 
$F 5 5 

ToquIeyy *UOULO A ‘Us, ~—ss | "(Soouvag, 
aod ‘sosni{dimg | ‘sesnjdimng La 

snjding jorqesodsicqy [849], aE as 

ejqesodsiq, ‘SIOqUIOYT JO 1oquin Ny jo Paqeene 








‘spfouag jouoyippp fo sucynrn 4 
‘IX FIV, 


26 


31. Table XI may be restated, with reference to sex of insured 
persons, as follows :— 








TABLE XII. 
Men. Women. 

al Per | Change in Per | Change in 
Benefits. Aaditional Additional 
Niatoesn’ cent. 1tiona ane inens cent. itiona 
| Vek Benefits. ; of Benefits. 
| total. | (per cent.) total. per cent.) 

Increased ... | 2,229,108 21 + 25 305,597 6 + 26 

Maintained ... | 2,597,821 25 — 206,450 4 — 

Reduced ... | 4,657,890 45 — 31 1,591,278 29 — 34 

Discontinued 987,393 9 — 100 3,380,321 61 — 100 


32. It will be seen from this table that,in societies and branches 
which gave additional benefits after the second valuation, 21 per 
cent. of the men but only 6 per cent. of the women now secure an 
increase. On the other hand only 9 per cent. of the men have to 
suffer the discontinuance of additional benefits while in the case of 
women 61 per cent. are found in this position. Even so it cannot 
be said that the table shows the full results of the differing experiences 
of the sexes. Societies and branches comprising 4,659,655 members 
still insure men and women in common funds, and there can be 
no doubt that among this section of the insured there are many 
cases in which the adverse experience of the women, and the con- 
sequent need to carry forward a substantial surplus, has curtailed the 
additional benefits of the men insured in the same funds. Moreover, 
reverting to the cases in which common funds insuring men and 
women together have recently been divided, it is important to 
realise that the apportionment has been made on the basis of a 
dissolution of partnership, men and women respectively taking 
their shares in the fund as computed by reference to net liability.* 
It follows that since the women’s experience has been relatively 
unfavourable (for in all cases the separation of funds appears to 
have been induced by this cause) the men who have hitherto been 
in common insurance with them have suffered a double disadvantage. 
The growth of the surplus in which they are interested has been 
checked by the women’s claims, and onits apportionment the women 
have received a substantially greater sum than the surplus which 
would have been to their credit had the sexes been separately 


* “ Net liability ’’ is the difference between the present value of the future 
benefits (at the normal rates) chargeable to a society’s funds and the present 
value of the future contributions, 72.e., it is the amount which a society must 
possess in its benefit fund in order to be exactly solvent. 
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insured from the beginning. Despite this fact the position in regard. 
to the women concerned was found to be such that in the case of 
94 per cent. of them no part of the surpluses to their credit could. 
be certified as disposable. The societies have been advised in 
some of these cases that the claims on the women’s fund are so 
heavy that, failing marked improvement, the surplus will be 
absorbed in a few years in meeting the cost of the ordinary benefits. 


DEFICIENCIES. 


33. As stated above (paragraph 17) deficiencies were disclosed 
in 418 cases, namely, 50 societies and 368 branches. In the case of 
branches, a deficiency is primarily chargeable against the con- 
tingencies fund of the society of which the branch is part. With 
one exception this fund was found to be ample for the purpose. 
In the case of a society in deficiency, the contingencies fund of the 
society is applied in the first instance towards making good the 
deficiency, and in 21 of the 50 cases which arose it was sufficient to 
restore solvency. In six cases the deficiency remaining was made 
good by levy on the contingencies funds of small societies and/or 
by the absorption of certain balances. In the other 23 cases the 
- position was reported for consideration under the provisions of the 
Act relating to the Central Fund. The same course was taken 
with the branch society of which the contingencies fund was found 
to be insufficient to make good the deficiencies in the branches. 
The circumstances in this case (A.S. No. 242) were, happily, excep- 
tional. Of 284 branches, 177 were solvent, 22 were brought to 
solvency by grants under Section 3 of the Act of 1926, and 85 
remained in a state of deficiency after receiving the maximum 
grants for which this section provides. The total of the declared 
deficiencies in these cases was £61,971, and, as the society’s con- 
tingencies fund amounted to no more than £43,466, a balance of 
£18,505 remained as a potential charge upon the Central Fund. 
It would be beyond the scope of this report to discuss the causes 
which had led to this serious condition of affairs, but it is significant 
that several branches had been permitted to exhaust their benefit. 
funds and to contract debit balances as between themselves and 
the society. 


34. Of the total-amount of the deficiencies, namely £847,667, 
there fell to be discharged £343,717 by resort to contingencies funds 
and £981 by the absorption of balances, leaving an aggregate sum of 
£502,969 in regard to which the question of grants from the Central 
Fund arose. The number of cases in this latter category was 108, 
consisting of the 23 societies and 85 branches of one society referred. 
to in the last paragraph. 
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35. The distribution of the amount of £343,717 obtainable from 
contingencies funds, under Section 76 of the Act, for the liquidation 
of deficiencies is as follows :— 





From the Contingencies Funds of the societies concerned... aa 1 Be 85 
By levy on the Contingencies Funds of small so¢ieties— 
England ... sae ee Sap en ve oar 
Scotland ... tee he ost si ws . O44 
ai eee 458 
From the Contingencies Funds of societies with branches... rs 170,474 — 
Total es ae ORO LE 





36. Much light is thrown upon the causes of deficiency by a 
study of the statistics relative to the cases of “‘ apprehended defi- 
ciency ”’ which have been reported to the Departments in connection 
with the question of grants under Section 3 of the Act of 1926. 
The number of such cases was 601 (72 societies and 529 branches), 
covering a total membership of 1,311,034, of whom 749,112 were 
men and 561,922 women. In the aggregate these units brought 
forward surpluses from the second valuation, inclusive of contin- 
gencies funds, amounting to £1,060,000, and with interest this sum 
would have grown to nearly £1,300,000 at the time of the third 
valuation. On this valuation, however, “‘ apprehended deficiencies”’ 
totalling £1,456,495 were discovered, the full amount of retrogression 
thus being about £2,750,000. The total of the amounts by which 
the financial position of the several units had been ‘“‘ made worse ” 
as a consequence of the provisions of the Act of 1926 (these amounts 
also including accumulations of interest) was £701,190; it thus 
appears that 25 per cent. only of the retrogression was attributable 
to this cause. 


37. The most prominent causes of decline are the heavy claims 
for sickness and disablement benefits and the shortage of contri- 
butions which have been experienced. Although the “expected ”’ cost 
of sickness and disablement benefits has been calculated on the full 
rates of benefit, disregarding the reductions imposed for arrears of 
contributions (which, among the members of the group of societies 
and branches under examination, must have been very numerous) 
the ratio of actual cost to “expected ”’ is found to have been, in 
respect of sickness benefit, 124 per cent.,and in respect of disable- 
ment benefit 148 per cent. The contribution receipts in the same 
period were only 88 per cent. of the sums required on the valuation 
basis. 


38. In view of the fact that a high proportion of the male members 
of the societies and branches with “ apprehended deficiencies ’’ were 
employed in the coal mining industry, the figures expressing the 
actual and “expected” cost of sickness and disablement benefits 
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in the case of men were divided into three broad groups by 
reference to occupation.* These were as follows :— 


(a) Coal Mining .. aie 287,889 members 
(b) Coal Mining and other Industries.. ue 294,365 a 
(c) Miscellaneous, not known to include Coal 

Mining ue a ane oe Hes 166,858 5 


The respective percentages of actual to ‘expected’ claims in 
these groups were found to be as follows :— 


Sickness Benefit, Disablement Benefit. 
(a) ee 138 154 
(b) ey 124 131 
(c) a 105 138 


These figures compare very unfavourably with the corresponding 
averages for the whole body of insured men, namely sickness benefit 
92 per cent. and disablement benefit 90 per cent. 

There is no doubt that certain classes of industrial workers are 
subject, either by the conditions of their occupation, or by its effects, 
to more than the average amount of incapacity as this is understood 
in relation to claims for sickness and disablement benefits, and that 
coal miners are conspicuous in this respect. ‘This fact will go some 
way to explain the very adverse figures here shown but cannot, it 
is believed, account for them entirely. Strong evidence to support 
the conclusion that other influences have been at work is provided 
by the comparative figures of sickness claims paid in the years 1925, 
1926, and 1927 by the units composed entirely or partly of coal 
miners. 

The relative figures are as follows :— 


Payments in 
Sickness Benefit. 


£ 
Group (a) G1925i245: ae oe 274,620 
(Coal Mining) CEC Ere Rae 441,444 
iS enor he fee, 265,456 
Group (b) 12S Re es: 231,154 
(Partly Coal Mining)< 1926 ... - fire 362,955 
DOR ¢ cosicts : 229,804 


It will be seen that in each group she cost t of sickness benefit 
went up in 1926 by approximately 60 per cent., and in 1927 fell 
slightly below the level of 1925. The excess of 1926 is clearly associated 
with the dispute of that year in the mining industry, and was con- 
centrated, presumably, in the seven months over which the dispute 
extended. It is probable that during these months the claims for 
sickness benefit made upon the societies and branches affected by the 


* The records under National Health Insurance do not show the occupations 
of the members of approved societies, but societies consisting mainly of 
workers in the coal mining industry are easily identified. In the case, 
moreover, of societies which are registered under the Friendly Societies Act, 
and branches of such societies, sufficient information for the purpose of this 
limited classification was obtainable, by the courtesy of the Chief Registrar, 
from the valuation returns rendered under that Act. 


ee 
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dispute, and now found in a state of “ apprehended deficiency ”’, 
were approximately double the amounts paid in the corresponding 
periods of the years immediately before and after the dispute. 


39. The experience of the members in these two groups contrasts 
significantly with that of the whole population of insured men for 
the three years 1925 to 1927. It is estimated that in 1926 the cost 
of normal sickness benefit over the whole body rose by about 
16 per cent. as compared with 1925 and in 1927 fell by about 3 per 
cent. only from the level reached in 1926. In the mining groups. 
of the deficiency cases the increase in 1926 was 60 per cent., and the 
fall in 1927 from the level of 1926 was nearly 40 per cent. It is 
evident that a special cause was vitally affecting the experience of 
these groups in 1926 and that with the cessation of that cause the 
cost of sickness benefit fell to an even greater extent than general 
experience would have suggested. Some part of the reduction 
in the cost in 1927 is attributable, doubtless, to the reductions 


‘of benefit in that year due to arrears contracted in the contribu- 


tion year 1925-26, which (apart from the period of dispute which set 
in towards its close) included several months of very heavy unemploy- 
ment, but the major part of the fall must have been brought about 
by the cessation of the abnormal claims which so obviously were 
made upon the societies during the dispute. 


40. The receipts from contributions in respect of men in the 
cases under examination were 85 per cent. of the “‘ expectation.” 
The corresponding figure over the whole population of insured men 
was 96 percent. The difference is evidently to be ascribed to the 
long depression in industry generally, combined with the sus- 
pension of contributions in the mining industry during the seven 
months of the stoppage in 1926. This latter feature is clearly 
brought cut by the figures relative to group (a), which consists 
almost entirely of workers in and about coal mines; the contri- 
bution receipts of this group were so low as 83 per cent. of the 
‘“‘ expectation.” | 


41, The position as to the insured women, numbering 561,922, 
in the cases of “apprehended deficiency ”’ calls for separate con- 
sideration. The sickness claims of these women were equal to 122 
per cent. of the “expectation ” calculated with reference to full 
benefits, and their disablement claims to 159 per cent. These figures 
compare with 104 and 138 respectively in the case of all women, 
indicating that among the deficiency cases the sickness claims. 
have been 17 per cent. and the disablement claims 15 per cent. 
above the general average. The financial effect of this experience 
is very marked. Of the whole number of women concerned 
(562,000) approximately 400,000 were in societies or funds 
which insured women only. In these cases the surpluses brought 
forward from the second valuation (about £350,000, including 
contingencies funds) would have grown by interest to about 
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£420,000 at the third valuation; the results actually found were 
“‘ apprehended deficiencies ’’ amounting to £220,000, thus showing a 
total retrogression of £640,000, of which no more than £80,000, or 
124 per cent., was found to be due to the effects of the Act of 1926. 
Shortage of contributions is a generally noticeable feature, but it 
is clear that the grave decline which the valuation results exhibit 
is to be ascribed in the main to the great excess in the claims for 
sickness and disablement benefits. 


42. It is difficult to find adequate reasons for this experience. 
Occupationally this group of women would appear to present no 
special features, industrial workers of all kinds and domestic servants 
being included without, apparently, an undue admixture of any 
class from which unusually heavy claims might reasonably be 
anticipated. Married women appear to constitute a somewhat 
higher proportion of the total than is the case among the whole 
population of insured women, but the difference is not so great as 
to supply a reason for any material part of the abnormal excess. 


43. In regard to both men and women due weight must be 
given to the fact that a substantial proportion of the persons insured 
in the units which have been found to be in a state of apprehended 
deficiency are members of comparatively small branches, in some of | 
which a few indisputable cases of protracted incapacity may have 
produced a serious excess of claims. But when full allowance has 
been made for this point and for the special difficulties by which 
the coal-mining section has been beset, it is impossible to avoid the 
conclusion that to a considerable extent the group consists of societies 
and branches the administration of which falls definitely below the 
general standard. 


PROFITS AND LOSSES ON THE VALUATION ESTIMATES. 


44, In the report on each of the previous valuations an exhaustive 
analysis was made of the various items of profit and loss which had 
combined in producing the net surplus shown. The preparation of 
this analysis was a task of considerable magnitude, and the changes 
brought about by the Acts of 1925 and 1926 have made it impractic- 
_able to repeat it on the present occasion with the degree of precision 
previously attained. It is, however, shown in paragraph 19 that 
the increase in the net surplus during the inter-valuation period 
has corresponded closely with the sum of two major items of profit, 
namely the interest which the surplus has itself earned and the 
produce of “margins” in the valuation basis which ceased to be 
available after the year 1925. It is, therefore, to be inferred that 
other factors of profit and loss on the valuation estimates have 
nearly balanced each other, taking the approved societies as a 
whole. In the following paragraphs the more important of these 
factors are examined. 


32 


Sickness and Disablement Claims. 


45. In Table XIII the amounts distributed by societies in sick- 
ness and disablement benefits are compared with the estimated 
amounts provided for on the basis of valuation employed on the 
present occasion. The latter amounts are, for convenience, denoted 
as the ‘expected payments.” The table does not include the 
sickness benefit temporarily provided to women who have left 
insurable employment within a year of marriage (Class K). 


TABLE XIII. 


Sickness and Disablement Benefit Claims. Comparison of Expected 
and Actual Payments. 








Sickness Benefit. — | Disablement Benefit. 
a Percentage Percentage: 
Expected. } Actual. os eae Expected.| Actual. - see 
Expected. Expected. 
£ £ £ £ 
Men ..-| 43,050,000) 39,620,000 92 21,400,000} 19,330,000 90 
Women _...| 18,910,000} 19,670,000 104 8,540,000] 11,750,000 138 
Total ---| 61,960,000) 59,290,000 96 29,940,000; 31,080,000 104 





46. The figures given in Table XIII are subject to the folowing 

points :— 

(i) The amounts of actual and “‘expected’’ cost are gross 
figures, 2.e., inclusive of the State grant. In each case 
additional benefits payable under schemes current during 
the inter-valuation period are included. 

(ii) In certain cases where the right to sickness benefit has been 
in abeyance, in whole or in part, and reduced contribu- 
tions have accordingly been paid (members of the Forces 
and of the Mercantile Marine), the estimated amount of 
the reduction of contributions so allowed has been treated 
as expenditure on sickness benefit. 

(iti) The “expected ”’ cost of benefits has been calculated asthough | 
full benefit were payable in all cases. <A substantial 
number of insured persons have, in fact, been subject to. 
reduction of benefits in consequence of arrears of contri- 
butions, and the actual expenditure has been correspond- 
ingly restricted. There are no means of computing the 
“expectation ’? with reference to the exact rates of 
benefit to which each person was entitled, but in the 
case of men it is estimated on making approximate 
allowance for this point that the actual quantum of claims. 
has been less than 5 per cent.* below that expected. In 
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the case of women the excess of claims indicated by the 
table would be increased to a small extent by the adjust- 
ment required under this head. 


47. In comparing the respective relations to the valuation 
standard of the experiences of men and of women it should be kept 
in view that the standard differs as between the sexes. The 
assumptions made in the valuations as to future claims for sickness 
and disablement benefits are explained in paragraph 14. In the case 
of unmarried women the basis there described provides, on the 
average, for 25 per cent. more weeks of sickness benefit and for 65 per _ 
cent. more weeks of disablement benefit than would result if the 
basis employed for men were used to measure the women’s claims ; 
in the case of married women the corresponding additional provision 
is about 140 per cent. for sickness benefit and 60* per cent. for dis- 
ablement benefit. Taking both benefits together the cost provided 
for in the case of all women is 60 per cent. more than it would have 
been if the rates of sickness applicable to men had been employed. 


48. When the experience of the inter-valuation period is taken 
as a whole, the position in regard to the claims of men appears to be 
not unsatisfactory, but so far as women are concerned a different 
conclusion must be reached. An over-all excess of 4 per cent. in 
the claims for sickness benefit is sufficiently disturbing, bearing in 
mind (i) that in the case of many societies and branches the claims, 
even among women, have been well within the valuation provision 
and (ii) that the calculation has been made on the assumption that 
full benefits have been paid in all cases, irrespective of the effect of 
arrears ; an excess of 38 per cent. in the cost of disablement benefit 
is a matter of grave import, indicating, as it does, that the claims 
for this benefit have been almost universally heavier, and in many 
cases very much heavier, than the provision made for them. 


49, Some reference should be made to a disquieting tendency 
in the claims, in respect of both men and women, which is not 
brought out by Table XIII. The figures there given relate to the 
whole period between the second and third valuations, but it is 
generally known that the claims have everywhere been rising and 
in the later part of the period were substantially heavier than in 
the earlier years. This feature is brought out in Table A, page 5, 
of my report on an Examination of the Sickness and Disablement 
Experience of a Group of Approved Societies in the period 1921-27 
(Cmd. 3548) and there is no doubt that the experience there exhibited 
is characteristic of the whole approved society system. It is certain 
that in the years 1927 and 1928 the relation of the claims for sickness 
and disablement benefits to the standard was much less favourable 
in the case of men and more unfavourable in the case of women 
than any of the percentages in Table XIII would suggest. 











* The difference between this figure and that of 65 per cent. named in respsct 
of unmarried women is accounted for by difference of age-distribution. 


(4762) B 
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Maternity Benefit. 


50. The figures of actual and ‘‘ expected cost” of this benefit, 
inclusive of the amounts representing the State grant, are shown 
in the following table. The maternity benefits provided by the 
temporary imsurances granted to women who have left insurable 
employment within a year of marriage are not included. 


s 


Taste XIV. 
Maternity Benefit Claims. Comparison of Expected and Actual. 








Payments. | 
Percentage of 
— Expected, — Actual, Actual to 
Expected. 
| 
- £ 
Men’s Insurance ... 7,990,000 6,940,000 87 
Women’s Insurance 1,310,000 1,140,000 87 
Total “Es 9,300,000 8,080,000 87 


51. Taking the inter-valuation period as a whole the cost 
of maternity benefit is shown to have fallen below the provision 
made for it by about 13 per cent. The resulting profit to the funds 
of the approved societies has not accrued evenly throughout the 
period. In the case of men’s insurances, which cover a preponderat- 
ing part of the liability, the claims in 1924 were over 90 per cent. 
of the “ expectation,’’ and with the falling number of births decreased 
to under 80 per cent. in 1928. The claims for maternity benefit 
have thus followed the contrary course to that taken by the charges 
in respect of sickness and disablement benefits. In the aggregate 
the profit from this source has made a very useful contribution to the 
valuation surpluses. 


Contributions. 


52. The valuation basis provides for the non-payment of contri- 
butions during periods of sickness and during periods of unemploy- 
ment up to an average of 2-6 weeks per insured person per annum. 
Where the volume of sickness falls short of the “expectation ” a 
profit on contributions consequently enures, and the same result 
follows in a case in which the volume of unemployment—for this 
purpose represented by complete calendar weeks during which 
insured persons were unemployed—falls below the amount provided 
for by the standard. If, on the other hand, the standard is exceeded, 
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in respect of either sickness or unemployment, a corresponding loss 
on the valuation estimates is sustained. In normal industrial 
circumstances, as these were judged when the financial basis of the 
Act was framed, the variations in sickness would constitute an 
important element in the profits and losses realised by societies in 
respect of contributions, but during the whole of the period since 
the second valuation unemployment has been the dominant factor 
in this respect, so far as men are concerned. As regards women the 
position is less clear. A shortage of contributions arises at all 
times in respect of persons whose employment is seasonal or 
intermittent, and women are believed to predominate among such 
classes. In the case of women, therefore, a deficit under this head 
cannot be ascribed, in the same degree as in the case of men, to 
loss of employment. 


53. The aggregate receipts from contributions during the inter- 
valuation period have fallen short of the valuation requirement by 
nearly £7,000,000, or 6 per cent. The position in this respect is 
approximately the same for both sexes though, as just indicated, 
different causes may, to some extent, account for it. 


54. Of the loss of £7,000,000 a sum of about £2,000,000 has 
been made good by the payment of commuted arrears and by 
grants from the Unclaimed Stamps balance under schemes designed 
to ameliorate the position of insured persons who have suffered 
protracted unemployment. The losses of the societies in respect 
of shortage of contributions have been further diminished by the 
reductions of benefit which, under the regulations in force during the 
inter-valuation period, were attracted by arrears not otherwise 
discharged, as indicated in paragraph 46 above; when allowance 
has been made for this factor it is probable that a net loss of two 
to three million pounds remains and that the growth of the aggre- 
gate surplus has been correspondingly checked. 


55. Reference should be made to another consequence of abnormal 
unemployment. A fixed part of each weekly contribution—-85d. 
in the case of a man and -55d. in the case of a woman—is applied 
to the service of reserve values. The first charge on the income 
thus produced is the provision of interest at the rate of 3 per cent. 
on the reserve value credits of societies ; the balance is applied to 
the encashment of these credits. If, as in recent years and at the 
present time, the income of the “Sinking Fund” is reduced by 
abnormal unemployment, the whole weight of the loss thus falls 
upon the provision for the redemption of reserve values. The 
exact date at which the redemption will be completed is perhaps not a 
matter of the first consequence to the finance of the scheme, providing 
that at all times the amount of outstanding reserve values is being 
steadily reduced. It is found, however, that in the years 1926-28 
this process was entirely arrested, partly as a consequence, no 
doubt, of the large amount of reserve values required for the 
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voluntary contributors brought into insurance by the Contributory 
Pensions Act, but partly also as a result of the loss sustained by 
the Sinking Fund through heavy unemployment. As the situation 
in regard to the latter factor has become considerably worse since 
1928 it is evident that the Sinking Fund is still far from operating 
normally and that the life of the reserve value credits will, in 
consequence, be considerably prolonged. The immediate bearing 
of this on the financial position of the societies is unfavourable. 
Funds accruing to them as the result of the redemption of reserve 
values are invested to produce interest at a rate of at least 44 per 
cent. Until these funds are available the reserve values which 
they are to replace remain in credit and carry interest at the rate 
of 3 per cent. only. While the effect of the slowing down of re- 
demption on the interest income of the societies has not, so far, 
been pronounced, it persists throughout the lifetime of the Sinking 
fund and increases with the continuance of the depression in trade. 
It cannot, therefore, be regarded with indifference. 


Interest Profit. 


56. The valuations are made upon the assumption that the 
future earnings of the funds of the approved societies will be at the 
rate of 4 per cent. per annum. Of the total funds of the societies 
reserve values, on which interest at the rate of 3 per cent. is credited, 
represent about 30 per cent. A further 32 per cent. of the funds 
is held by the National Debt Commissioners in the Investment 
Account, and on this portion the prescribed rate of interest was 
44 per cent. during the inter-valuation period and is now 5 per cent. 
The bulk of the remaining 38 per cent. is held by the trustees of 
the approved societies or by the appropriate Minister or Department 
on their behalf. On this section of the investments the average 
rate of interest obtained is approximately 5 per cent. On the 
general average, therefore, interest is realised at a rate well in 
excess of 4 per cent., and the profit from this source has contributed 
appreciably to the surplus. All interest is received free of tax. 


Appreciation (and Realisation) of Securities. 


57. Following the course adopted in the second valuation, and 
for the reasons explained at length in paragraph 85 of the report 
thereon, investments in securities quoted on the Stock Exchange 
have been valued at the middle market prices (less accrued interest) 
on the valuation date. It is estimated that the net increase of funds 
between the second and third valuations attributable to appreciation 
and to profits on realisation approaches one million pounds. 


58. In view of the fluctuations in the market value of securities 
it is obviously undesirable that surplus attributable to the appre- 
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ciation of investments, or to realisation and re-investment, should 
be regarded as available for immediate distribution. This point 
has been kept in view, with other factors, in determining the amounts 
of surplus to be carried forward to the fourth valuation. 


THE Posttion of WoMEN’S SOCIETIES AND FUNDS. 


59. As explained in paragraph 14, the future sickness claims 
provided for in the valuation in respect of women are based upon 
the experience of a representative sample of insured women in the 
year 1923, with a “loading” of ten per cent. It has been shown 
that in the aggregate the claims of women in the inter-valuation 
period have been in excess of those provided for on this standard 
(and gravely so in the case of disablement benefit) and that this 
experience has had a serious effect upon the financial position of 
many of the societies and funds concerned. Further, it has been 
shown that, as a result, the additional benefits available to women— 
and indeed those available to insured persons of both sexes who 
are or have been in common insurance—must, over a wide field, 
be either diminished very materially or discontinued altogether. 


60. The trend of the women’s experience, over the whole period 
irom 1923 to 1930, is even more disturbing than these results of the 
valuations. From the data examined in the report referred to in 
paragraph 49 it was found that in a representative group of approved 
societies the sickness claims of unmarried women (taking all ages 
together) had risen by 29 per cent., and those of married women 
by 42 per cent., between 1923 and 1927. In the case of disablement 
benefit the respective increases were 54 per cent. and 87 per cent. 
These are very disquieting figures, compared with the extra provision 
of 10 per cent. on the rates of the year 1923 which is made by the 
valuation basis. In regard to sickness benefit some improvement 
has subsequently been experienced, but taking the average of the 
three years 1928-30 the cost is still considerably greater than the 
provision made for it. Further, the claims for disablement benefit 
have increased even beyond the level attained in 1927. 


61. In these circumstances it is clearly necessary that the whole 
position in regard to the finance of women’s insurance should be 
considered. Existing surpluses, in many cases, can only provide a 
temporary bulwark, and serious deficiencies are in prospect. If, 
therefore, present benefits are to be maintained, an increase of 
contributions is required ; if the contributions are to be regarded 
as unalterable, a modification of the benefits is essential. If the 
experience of recent years be accepted as providing a reliable 
standard for measuring the claims to be expected and if the present 
basic principles, e.g., the continuance of disablement benefit without 
limit of duration, be retained, I conclude, after going fully into the 
subject. that nothing less than one of the following alternative 
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changes in the terms of women’s insurance would restore financial 
soundness :— 


(a) The present benefits being retained, the weekly contribution 
to be increased from the present rate of 83d. to 10d. 

(6) The present contribution being retained, the rate of sickness 
benefit to be reduced from 12s. 0d. to 10s. 0d. per week, 
and the rate of disablement benefit from 7s. 6d. to 5s. Od. 
per week. 

(c) The present rate of sickness benefit being retained: 

(i) the weekly contribution to be increased from 8$d. to 
94d., and. 

(ii) the rate of disablement benefit to be reduced to 6s, Od. 
per week. 


62. The calculations leading to these results give no effect to 
the possibility that some amelioration of the position may result 
from the urgent representations in regard to certification and super- 
vision which have been made to medical practitioners and to 
approved societies by the Ministry of Health and other Departments 
concerned. Some time must elapse before the effects of these 
representations can be seen, but the position is such that this con- 
sideration provides no adequate ground for the postponement of 
financial changes. To secure the sufficiency of the present 
contributions without change of benefits, a reduction of about 
20 per cent. all round in the cost of the sickness and disablement 
benefits paid to women, on the average of recent years, would be 
necessary. Whatever result may come from the efforts now being 
made, it is impossible to expect that it can be of this order of 
magnitude. 


63. It will be observed that the changes of benefit under plans 
(5) and (c) involve the reduction of disablement benefit to one-half 
the rate of sickness benefit. This is the present relationship 
in the case of men (sickness 15s., disablement 7s. 6d.), but in the 
case of women the proportion is five-eighths, the rate of sickness 
benefit being 12s., and that of disablement benefit 7s.6d. The reduc- 
tion of disablement benefit to one-half of sickness benefit, whatever 
the figure at which the latter may be fixed, appears to be specially 
called for as a partial corrective of the disproportionate distribution of 
the claims. In the three years 1928 to 1930, against an aggregate 
payment to women of £12,500,000 in sickness benefit a total of 
£7,900,000 was paid in disablement benefit. Bearing in mind the 
difference in the rates of benefit, these figures indicate that in the 
case of women the total number of weeks of claim for disablement 
benefit was approximately the same as that for sickness benefit. 
Protracted claims are not expected in large volume in early life, yet 
this is the experience of a system in which only 15 per cent. of those 
insured are over the age of 45, In these circumstances it is clear 
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that in equity to the general body of insured women there is a 
strong case for a special reduction in the rate of this benefit. 


64. In an earlier section of this report (paragraphs 23 and 24) 
I showed that where men and women are associated in common 
funds the position disclosed by the. valuations is generally less 
favourable to the men, and correspondingly more favourable to 
the women, than the results brought out in analogous cases wherein 
the sexes are separately insured, and I expressed the view that as a 
matter of equity the process of separation should be further developed. 
While this course was recommended in order to correct the injustice 
done to the male members in cases where the claims of the female 
Members cast an unfair burden on the common fund, the desir- 
ability of separation would not, in my opinion, disappear on the 
institution of remedial measures designed to place the insurance of 
women on a sound financial basis. To differences between the 
respective rates of benefits and contributions, and wide disparities 
between the sickness and disablement experiences of the sexes, has to 
be added the fact that insurances based upon employment are 
radically different in character as between the majorities of the 
persons of either sex who come within the scheme. In the case of men, 
insurance is normally permanent and ceases only when the limiting 
age of 65 is reached. In the case of women insurance, to a large 
extent, is temporary. Two-thirds of those who marry leave insurable 
employment at once, or within a year, and a large proportion of 
those who stay for a longer period give up employment when family 
duties and responsibilities claim their undivided care. In reference, 
therefore, to ail the essentials of a satisfactory system of mutual 
insurance the position of the sexes is fundamentally different; in 
these circumstances uncertainty as to the equity of the working of 
the scheme as between the sexes, particularly in regard to the dis- 
tribution of surplus, can only be avoided by the separation of men’s 
and women’s funds. The extent to which this can be carried in 
practice necessarily involves the question of numbers. It is evident 
that separation cannot properly be advocated in cases where the 
women concerned are too few to constitute a distinct insurance 
unit and cannot be grouped with others on a somewhat wider geo- 
graphical basis. 

CONCLUSIONS. 


65. While the position revealed by the third valuation is one 
of some complexity, its predominant feature is the magnitude of 
the aggregate surplus and the substantial additional benefits 
enuring to a large proportion of the insured population. Moreover, 
as was the case on the second valuation, a considerable part of the 
surplus has been carried forward,thus strengthening the reserves of the 
societies concerned and, in regard to many of them, promoting a 
legitimate expectation that additional benefits will be continued 
after the fourth and subsequent valuations. In this connection 
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it is true that, on the whole, some reduction from the level of addi- 
tional benefits attained on the second valuation is now required, 
but in many cases these benefits are still considerably greater than 
anything which was envisaged when the scheme was framed. 


66. Certain features in the present situation must, however, 
evoke anxiety. The claims for sickness and disablement, which, on 
the whole, had been light between 1915 and 1921, have subse- 
quently risen to a level which, in the case of men (regarding the 
system as a whole) precludes the expectation of any large amount of 
further surplus from savings in this direction and, in the case of 
women, results in a loss of such dimensions as to call imperatively 
for measures of reconstruction. If, in the case of men, the friendly 
society experience on which the finance of the Act is based provided 
an unquestionable indication of the amount of sickness to be expected 
under the scheme at the present time, no further comment would 
be needed so long as the claims remained within that standard. 
it is clear, however, from the experience of certain recent years, 
say 1921 to 1923, that a substantially lower amount of sickness 
claims than that to which a standard based on the records of the 
years 1893-1897 would point may now be reasonably expected. 
It is no answer to this to suggest that as the economic situation 
changed an increase in sickness claims was inevitable. The health 
of the population, as measured in terms of incapacitating sickness 
and disablement, is doubtless affected in some degree by economic 
conditions, but cannot be admitted to vary with them to such an 
extent as to explain the increase in the claims in recent years. 
On the other hand it is conclusively shown by the results of the 
late survey of a sample of the claims by the medical staffs of the 
Departments that causes of excess which are definitely controllable 
have been in operation. It is evident in the circumstances that 
serious tasks rest upon those responsible for the certification 
and for the supervision of claims. This is no new position. It has 
always been the case that the financial soundness of any system of 
sickness insurance depended largely upon the two factors of medical 
certification and administrative supervision of the claims. What is 
new is the fact that the lighter experience of a comparatively recent 
period has supplied a standard by which those who have to apply 
these factors may reasonably measure the results of their efforts. 
If this be fully realised and action shaped accordingly, and if, in the 
case of women, the special measures which the position démands 
be applied without undue delay, the results should go far to uphold 
the financial strength of the system. 


67. There remain the difficulties created by the abnormal loss of 
contributions arising from the widespread unemployment by which 
the industrial community is afflicted. With great reluctance it must be 
suggested that the action taken in 1928, when costly concessions in 
respect of arrears of contributions were granted in cases of proved 
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unemployment, may need reconsideration at an early date if a 
substantial improvement in the industrial situation does not emerge. 
The present position is that while full benefits are being paid to the 
great mass of the insured whose normal occupation is employment, 
less than 90 per cent. of the contributions required to support these 
benefits are being collected. Such a position is wholly incompatible 
with the maintenance of the soundness of an insurance organisation. 
Jt may be endured for a time, especially by societies which, under 
more prosperous conditions, have accumulated surpluses, but even 
here a limit must be put to the burden. Unfortunately the situation 
is to a large extent most acute among those societies which are 
least able to bear the stram, and on some of these it must press 
with special hardship. 


Eb amy Sw, 
Your obedient Servant, 


ALFRED W., WATSON, 
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APPENDIX. ’ 


RESULTS OF THE THIRD VALUATION OF APPROVED SOCIETIES. 


Notes.—(a) An “international ”’ society (see Part I) is a society 
approved by the Joint Committee to operate in more than one of 
the four countries (England, Scotland, Wales and Northern Ireland). 


(6) Where a society has transferred its engagements since the 
issue of the valuation report the approval number of the society 
is shown in parentheses in col. (1) and the society to which its engage- 
ments have been transferred is indicated at the foot of the page. 
In each such case the figures entered under ‘“‘ Disposable Surplus ” 
and “* Contingencies Fund ”’ for the transferee society relate to the 
combined society. 


(c) In column (2) the titles of societies have, where necessary, 
been contracted in order to bring them into the space available. 


(2) In Parts I to V, giving the valuation results of each society 
without branches (pp. 44 to 91), an asterisk in column (9) indicates. 
that equality of assets and liabilities has been secured by a grant 
under Section 3 of the National Health Insurance Act, 1926. In 
the remaining parts, summarising the valuation results of branches 
(pp. 92 to 97), equality has been similarly secured in the bulk of 
the cases indicated in col. (5). 


(¢) Certain branches of societies have, since the second valuation, 
separated their funds as between men and women members. The 
resulting increase in the number of valuations explains the apparent 
increase in the number of branches of the societies concerned. 
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